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JOINT HEARING ON RECORD-KEEPING UNDER
THE LABOR- MANAGEMENT REPORTING AND DISCLOSURE ACT (LMRDA):

DO DOL REPORTING SYSTEMS BENEFIT THE RANK AND FILE?

Wednesday, April 10, 2002

Subcommittee on Employer-Employee Relations
Subcommittee on Workforce Protections
Committee on Education and the Workforce
U.S. House of Representatives

Washington, D.C.

The Subcommittees met, pursuant to notice, at 10:30 a.m., in Room 2175, Rayburn House
Office Building, Hon. Sam Johnson, Chairman of the Subcommittee on Employer-Employee
Relations, presiding.

Present: Representatives Johnson, Norwood, Hoekstra, Ballenger, Isakson, Andrews,
Rivers, Tierney, Owens, and Solis.

Staff present: Stephen Settle, Professional Staff Member; Greg Maurer, Professional Staff
Member; Travis McCoy, Legislative Assistant; Dave Thomas, Legislative Assistant; Ed Gilroy,
Director of Workforce Policy; Jo-Marie St. Martin, General Counsel; Molly Salmi, Professional
Staff Member; Kevin Smith, Senior Communications Counselor; Heather Valentine, Press



Secretary; Patrick Lyden, Professional Staff Member; Deborah L. Samantar, Committee
Clerk/Intern Coordinator.

Camille Donald, Minority Counsel, Employer-Employee Relations; Peter Rutledge, Minority
Senior Legislative Associate/Labor; Mariah Cuprill, Minority Legislative Assistant/Labor; Dan
Rawlins, Minority Staff Assistant/Labor; Ann Owens, Minority Clerk

Chairman Johnson. We are glad you are able to join us today, Mr. Secretary. Thank you.

It is not unusual for the workforce Subcommittees of this Committee to meet together.
Today, we do so to hear testimony in exercise of our capacity to conduct government program
oversight inquiries. Since the Subcommittee on Employer/Employee Relations has sole jurisdiction
over labor-management relations issues in general, and the Subcommittee on Workforce
Protections has oversight jurisdiction for compulsory union dues, I have asked Chairman Norwood
and the Members of his Subcommittee to join us in this hearing today. They have agreed, because
of the oversight nature of the hearing, and because of a possible overlap in our jurisdiction.

Having said this, so that we can get to our witnesses, we have agreed to limit all opening
statements to the Chairmen and Ranking Minority Members of each Subcommittee. All of the other
Members will be able to put their statements in the record as usual. Following my opening
statement, I will ask Mr. Andrews if he cares to make an opening statement, and then ask the same
of Chairman Norwood and Mr. Owens. With that, I ask unanimous consent that the record remain
open 14 days to allow Members to insert extraneous materials into the official hearing record.
Without objection, so ordered.

OPENING STATEMENT OF CHAIRMAN SAM JOHNSON,
SUBCOMMITTEE ON EMPLOYER-EMPLOYEE RELATIONS,
COMMITTEE ON EDUCATION AND THE WORKFORCE

The cornerstone of union member rights in America is the Labor-Management Reporting
and Disclosure Act, commonly referred to LMRDA, or also as the Landrum-Griffin Act. Written
by then Senator John F. Kennedy and enacted in 1959, the Act was intended to ensure that rank and
file union members have a full, equal, and democratic voice in union affairs. It allows for
democratic participation by members and requires that union financial matters be publicly
disclosed. It also protects workers' rights to free speech and assembly, to nominate candidates and
vote in union elections, and to impose certain obligations upon union officers, particularly in the
use of union funds. Simply put, it ensures freedom and justice for all.

Since 1959, the American workforce has modernized and changed; however, LMRDA has
not. With the passage of time, we have seen some aspects of union democracy thrown to the side
and often ignored. The erosion of union democracy is not an issue that should be taken lightly. A
union, after all, belongs to its members, and the bottom line for any labor organization should be
the will of its membership. Union leaders should respect the law, and the U.S. Department of



Labor, which is responsible for putting teeth into LMRDA, should aggressively enforce it.
Unfortunately, neither has been the case. That brings us to why we are here today.

In July of last year, Chairmen Boehner, Norwood, and I sent a letter to the Department of
Labor concerning union financial disclosure forms and the Department's enforcement of these
regulations under LMRDA. What the Department reported back was less than impressive. In the
Department's letter dated August the 15th, 2001 the Department told the Committee that in fiscal
year 2000, there were over 30,300 active labor organizations that were subject to the financial
disclosure forms under the purview of the Department of Labor. Of this number, 10,500 did not
file on time, and I am appalled to say that 4,000 didn't file at all. Now it doesn't take a rocket
scientist to see that there is a problem when a third of the unions are breaking the law.

What do you think the IRS would do if a third of Americans didn't file their income tax
forms? You and I would both be in jail. I believe we would be remiss if we did not examine the
lack of compliance and the transparency of labor organizations, and the lack of information for
thousands of rank and file members.

To be clear, I am not suggesting we should go after the majority of the law-abiding unions.
Today's hearing is not about creating burdensome regulation and reforms for all unions, but to
shore up loopholes for the third of those union members who are not getting what they are entitled
to; fair, accurate, and full disclosure of the facts as required by law.

It is my hope that we can look at creating a more efficient and effective financial disclosure
recording system. I am pleased to have both panels here today including Deputy Secretary Findlay
from the Department of Labor. I look forward to his testimony later.

WRITTEN OPENING STATEMENT OF CHAIRMAN SAM JOHNSON, SUBCOMMITTEE ON
EMPLOYER-EMPLOYEE RELATIONS, COMMITTEE ON EDUCATION AND THE
WORKFORCE - SEE APPENDIX A

Chairman Johnson. Chairman Norwood will have the honor of chairing the second panel in this
hearing.

And now I yield to the Ranking Minority Member, Subcommittee on Employer-Employee
Relations, Mr. Andrews, for whatever statement you would like to make, sir.

OPENING STATEMENT OF RANKING MEMBER ROBERT ANDREWS,
SUBCOMMITTEE ON EMPLOYER-EMPLOYEE RELATIONS,
COMMITTEE ON EDUCATION AND THE WORKFORCE

Thank you, Mr. Chairman. Good morning. I look forward to hearing the testimony of the
witnesses and welcome each of you to the Subcommittee, and welcome our colleagues from the



other Subcommittee as well.

It goes without saying that I have great respect and affection for the Chairman of the
Subcommittee, and his fellow Chairman, and the Full Committee Chairman. And it also goes
without saying that we have a responsibility as a Committee to look into the enforcement of the
laws that fall under our jurisdiction. My concern about this morning's hearing, however, is its
rather odd focus on what I would view as a fairly obscure issue confronting working people of
America. While at the same time, the Committee spends virtually no time on issues of much greater
importance.

The unemployment rate in this country went up to 5.7 percent, according to the most recent
statistics. We belatedly extended unemployment benefits inadequately in my judgment a few
weeks ago. And I know of no hearings the Committee has scheduled on plans to increase
employment in the country.

There are 44 million Americans who have no health insurance, a number that has grown in
the years when the economy grew. Iknow of no plans for the Committee to have hearings on
dealing with the problem of extending health benefits to the uninsured.

On the labor laws side, certainly, the Committee should take a look at underreporting or
failure to report under this law. It is a legitimate and serious inquiry, which we will approach
today. I would ask when are we going to have a hearing on OSHA violation claims that have gone
uninspected? How many of them are there, and why is that the case?

I would ask when are we going to have a hearing on why the Department of Labor stepped
in to take over the Enron pension plan only after there was a public cataclysm with respect to that
pension plan? Why weren’t the early warning signals heeded more quickly?

When we are going to have a hearing on the hundreds of findings by the National Labor
Relations Board, and its regional arms around the country, of violations of labor laws by
employers, and by unions in some cases that have gone unenforced because of a lack of adequate
remedies in that statute for people who are trying to organize?

We have a legitimate topic in front of us today. And it is our duty and our responsibility to
examine that topic. But there are many legitimate topics that the leadership of the Committee has
chosen not to pursue. And I think that this hearing is a reflection of the wrong priorities for the
Committee to have.

We are going to pursue these priorities in whatever forum we are given, at every
opportunity we are given, because we believe that the full range of questions affecting the working
people of the country ought to be explored with great enthusiasm. And I would yield back.

Chairman Johnson. Thank you, Mr. Andrews.

We are considering other hearings. This is just one in a series. Unemployment actually
went up after we increased and extended unemployment insurance. It didn't go down. Pensions



were being investigated by both the Department of Labor and Department of Justice, and
investigations are still going on. So there was action being taken.

At this time, I would like to recognize Chairman Norwood. If you care to make an opening
statement, please do so.

OPENING STATEMENT OF CHAIRMAN CHARLIE NORWOOD,
SUBCOMMITTEE ON WORKFORCE PROTECTIONS, COMMITTEE ON
EDUCATION AND THE WORKFORCE

Thank you, Mr. Chairman.

Mr. Andrews, you will be interested to know that the Commerce Committee is having a
hearing tomorrow afternoon regarding the 44 million Americans that don't have health care
insurance presently. So this is another area we are working on some.

As of June 2000, the General Accounting Office study concluded that the reporting
requirements under Title II of the Labor Management Reporting and Disclosure Act, and I quote,
“are important because they ensure that union members will have all the necessary information to
take effective action to protect their rights.”

I hope they didn't spend a lot of money on that report. It seems to be self-evident. What is
the fundamental right that may need protecting? That is really what this is all about. I still think
that Thomas Jefferson put it best by stating, “To compel a man to furnish contributions of money
for the propagation of opinions which he disbelieves is simple and tyrannical.” I couldn't agree
with that more, and that is the crux of what we are concerned about here today. We want to be sure
that workers are not compelled to support causes and activities which they simply do not believe in.

Would any union worker or would any of us, for that matter, want their monetary
contributions to be used for the personal benefit of their leadership to the tune of stealing hundreds
of thousands of dollars from union accounts? Or would any union worker want their leadership
charging hundreds of thousand of dollars to their union supplied credit cards, or spending
thousands of dollars of dues money at topless clubs? Of course we wouldn't, and we will bring
some of that out today.

Would your average conservative union worker want their monetary “contributions” to
support lawsuits to force the Boy Scouts to change their policy on homosexuals, or support political
candidates who are pro-abortion or anti-Second Amendment? Of course not is the answer there,
and certainly, of course not in my district. Yet, this happens to union workers quite often because
the reporting requirements that are meant to ensure that workers have real and accurate and useful
information about the finances of their unions have failed, Mr. Deputy Secretary.



The Department of Labor under both Republican and Democrat administrations has been
very lax in its enforcement of the existing reporting regulations, as well as very lax in going after
corruption. The reporting and disclosure provisions of Landrum-Griffin are a failure because
among other things the LM-2 form only requires unions to report their expenses in very broad
categories. International unions are regularly late in filings these forms. In fact, many local unions
don't even bother to file any reports, as the Chairman so amply pointed. The result is that they can
hide illegal or questionable disbursements.

The Department's performance in going after corruption in the unions has ranged from
lackadaisical to downright lethargic. For instance, from the years 1998 to 2000, DOL audited only
two of the 141 international unions, and no union was prosecuted for failing to file a financial
disclosure form. Yet the law says you should, but a third didn't file.

And it is not like Congress has been unaware of these problems. In 1998, Congress directed
the Department to establish an alternative system for the electronic submission of these reports, Mr.
Deputy Secretary. We also called for an index computer database on the information for each
report that is searchable through the Internet. This was supposed to be in place in January of 2000.
Well, here we are two years later, and still no closer to having such a system although Congress put
money in place for such a system.

The only thing I can compare this lack of enforcement to is the prohibition era when
speakeasies operated openly because of paid off local police and politicians. Labor leaders know
that they can do just about anything because the Department of Labor will look the other way in
hopes of getting union support for the incumbent president, and there is little that the average
worker can do about this.

This creates a permissive atmosphere that is ripe for a scandal like the Teamsters scandal. It
also creates an atmosphere where the AFL-CIO can flaunt its own rules for removing officials who
plead the Fifth Amendment when questioned by a grand jury, as Richard Trumka did when asked
about his participation in the embezzlement of $150,000 of Teamster funds.

So we have a situation, ladies and gentlemen, where workers are kept in the dark about the
ways in which their union representatives are using their union dues. And the government agency
charged with oversight in this area has been asleep at the wheel. So you can guess what I am going
to want to be told during the course of this hearing: (1) I want to know how the Department is
going to ensure that no one will be allowed to take these very critical reporting requirements so
lightly; (2) I want to know how the Department intends to begin enforcing these legal obligations;
and, (3) I am going to want to know how this information in the reports can be put in a form that is
useful to the average worker, so they can protect their own interests.

With that, Mr. Chairman, I yield back the balance of my time.
WRITTEN OPENING STATEMENT OF CHAIRMAN CHARLIE NORWOOD,

SUBCOMMITTEE ON WORKFORCE PROTECTIONS, COMMITTEE ON EDUCATION AND
THE WORKFORCE - SEE APPENDIX B



Chairman Johnson. Thank you.

Chairman Norwood. | now ask Mr. Owens, the Ranking Minority Member of the Workforce
Protections Subcommittee, if he would care to make an opening statement.

Mr. Owens?

OPENING STATEMENT OF RANKING MEMBER MAJOR OWENS,
SUBCOMMITTEE ON WORKFORCE PROTECTIONS, COMMITTEE ON
EDUCATION AND THE WORKFORCE

Thank you, Mr. Chairman, for saving some time for me. I want to welcome today's
witnesses and thank all of you for taking the time off to be here this morning. I hope that your time
is put to good use.

My problem is that the jurisdiction of the Workforce Protections Subcommittee, of which I
am the senior Democrat, for the subject matter of this hearing seems to be rather tenuous at best.
The Workforce Protections Subcommittee has no legislative jurisdiction for either the National
Labor Relations Act or the Labor Management Reporting and Disclosure Act. The extent of the
Subcommittee's jurisdiction in this area is limited to oversight of compulsory union dues. A
reasonable reading of that would mean that the Subcommittee has oversight jurisdiction as it relates
to the right to work for less laws and is stretching it slightly for issues related to the big decision on
the use of union dues.

It is claimed that this hearing is relevant because LMRDA reports include information
regarding the receipt and the use of union dues money. However, workers have an independent
right under the NLRA, apart from any rights under LMRDA, to obtain an accounting of that use of
compulsory union dues. To contend that this is an LMRDA issue or should be an LMRDA issue is
to ignore what the law actually provides and the rights workers already have. By calling this a joint
hearing, my Republican colleagues appear to have either misrepresented the law or disregarded the
Committee's rules establishing jurisdiction. However, having said that, I guess this is an oversight
hearing intended to inform Members of Congress, and I strongly believe that all interested
Members of the Committee should be able to fully participate.

I have a most serious objection to this hearing, and that is that union democracy is a serious
subject deserving an honest discussion. It does not appear that such a discussion will happen today.
Instead, the subject matter of today's hearing seems to be what can we do to impose even more
regulatory burdens and paperwork requirements on unions.

The problem with the focus and the obsession of these requirements on unions is that this
Committee and the rest of Congress ignores where the real problem is. The Enron pension funds
and the Global Crossing pension funds involving billions and billions of dollars have not been



given the proper attention because we are focused in the wrong direction.

1 believe unequivocally that the Subcommittee's time could and should be better spent. This
is the eighth hearing, by the way, of the Subcommittee on Workforce Protections in this Congress.
Of the eight hearings of this Subcommittee, this is the third time the Subcommittee has held a
hearing on subject matter over which it has no legislative jurisdiction. Thirty-seven percent of the
Subcommittee's time has been spent on issues it has no authority to do anything about. Of the
remaining hearings, two have criticized the way both legal and voluntary health and safety
standards are developed, and one hearing has looked at ways to reduce employer overtime costs at
the expense of workers.

The other two legislative hearings conducted by the Subcommittee involve one bill that
would take away the right of certain sales workers to receive overtime pay, and another bill that
would undermine overtime pay for all workers by allowing employers to exclude bonuses from
overtime calculations.

Congress has not increased the minimum wage since 1996. That does come under the
jurisdiction of this Subcommittee. A full-time minimum wage worker makes less than the poverty
level for a two-person family, yet we have not had a single hearing on raising the minimum wage.

At the beginning of this Congress, we repealed an ergonomics regulation that had been
developed over a ten-year period. We repealed it with less than 48 hours of debate. Ergonomic
injuries remain the single largest cause of injuries. An estimated 5,000 workers a day are injured as
a result of ergonomic hazards, yet this Committee has not even raised the issue this year.

We are failing to address the issues that are most important to work and families. We are
not helping workers. Instead, this is a record that clearly demonstrates a gross disregard by the
Republican majority for the rights and welfare of workers and working families.

1 yield back the balance of my time.
Chairman Johnson. Thank you, Mr. Owens. I appreciate your comments.

You know, the reason we are in joint jurisdiction today is because of a possible overlap in
our jurisdiction, not necessarily that one or the other has direct jurisdiction over any issue. As I
said in my opening statement today, we are assembled in a joint meeting to exercise our duty to
conduct program oversight of the various functions of the agencies that discharge the statutory
mandates of the laws under the jurisdiction of the Committee on Education and the Workforce.

Programs subject to our oversight inquiry today are the union reporting programs under the
LMRDA. There is an LM-2 form over there on those boards which you are welcome to look at.
Those are the basic forms, by the way. When you get the whole thing put together, it looks like
this. This happens to be the Teamsters report, and it is this thick. There are 30,500 of those that
are supposed to come in every year.



Accordingly, we have asked the Department of Labor to provide someone knowledgeable
about these programs so we might discuss the performance of the programs. And we are honored
today that the witness chosen by the Department is the Deputy Secretary of Labor, Mr. Cameron
Findlay.

While most of us know Mr. Findlay and are aware of his outstanding background of
accomplishment, for the record, let me just note that the Deputy Secretary of Labor is the number
two official in the Department, and as such acts as the Department's chief operating officer,
oversees the Department's $59 billion budget, chairs the Policy Planning Board, and serves as a
principal advisor to the Secretary on a wide range of issues. In addition, the Deputy Secretary is
responsible for coordinating the activities of all Department of Labor agencies to ensure an
integrated approach to the development, funding, and delivery of the Department's programs and
activities.

With that, I will ask you to begin with a brief summary of your written statement, Mr.
Findlay, followed by questions. And if you could, sir, try to stay within our five-minute time limit.
Thank you very much for being with us today.

STATEMENT OF D. CAMERON FINDLAY, DEPUTY SECRETARY OF
LABOR, U.S. DEPARTMENT OF LABOR, WASHINGTON, D.C.

Thank you, Mr. Chairman, and thank you to all the Members of the Subcommittees. I
appreciate the opportunity to be with you here today to talk about the Department of Labor's
enforcement of Title II of the Labor- Management Reporting and Disclosure Act, which is
commonly known as the Landrum-Griffin Act.

My department views Landrum-Griffin as just one of a number of important statutes that
have been entrusted to my department to safeguard the rights of workers. We have the
Occupational Safety and Health Act to protect the safety of workers. We have the Fair Labor
Standards Act to guarantee worker wages. We have the ERISA statute to protect worker pensions,
and then of course we have Landrum-Griffin to protect the right to know of union members. We
take very seriously our obligation to enforce each of these worker protection statutes.

The roots of the Landrum-Griffin Act, as many Members of this Committee know, can be
found in the famous McClellan committee hearings of the 1950s, which put the spotlight on a
number of improper practices by union leaders such as embezzlement, shakedowns, and even the
use of union funds to build luxury homes for union officials. In the wake of those hearings, in
1959, Congress overwhelmingly passed the Landrum-Griffin Act by a 95 to 2 vote in the Senate,
and a 352 to 52 vote in the House. These majorities were the most lopsided votes ever on any
major labor law legislation. This is, in short, an important and bipartisan law. No one is in favor of
embezzlement. No one should minimize the importance to union members seeing their hard earned
dues taken away from them.

The Act has five main titles, but the focus today is on Title II. Title II may well be the most
important title of the Act because, as I said, it establishes a right to know of union members.
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Simply put, transparency leads to more accountability, less opportunity for corruption, and
enhanced union democracy. As the Enron example vividly shows, no entity should be allowed to
shield its finances from its stakeholders. Because Title II empowers union members, people who
believe in strong unions should support strong enforcement of Title II of the Act.

The question today is how good a job has DOL been doing in enforcing this statute. The
answer, quite frankly, Mr. Chairman, is that DOL has not done as good a job in the past decade as
it should.

First, a significant number of unions consistently fail to comply with the statutory
requirements that they timely file annual reports with DOL detailing their finances. In recent years,
approximately 1/3 of all unions were either untimely in filing their reports or they did not file at all.

Second, the number of OLMS compliance audits has fallen from a high of 1,583 in 1984, to
just 238 in the year 2001; and today, 10 of the largest unions have never once been audited.

Third, OLMS existing forms, which were created 40 years ago and have been substantially
unchanged since then, utilize such broad and general categories that many union members find it
difficult to detect overspending, financial mismanagement, embezzlement, or other irregularities.

Fourth, many observers believe that OLMS does not have sufficient tools to enforce the
law. In particular, OLMS lacks authority to impose fines on unions that fail to file timely reports.

Now if this level of noncompliance and decreasing enforcement were the case under the
Occupational Safety and Health Act, under ERISA, under the Fair Labor Standards Act, or any of
the other statutes that we enforce, it simply would not be tolerated, and it should not be tolerated. It
should also not be tolerated under this statute. The Landrum-Griffin Act is a worker protection
statute just like the others that we are charged with enforcing at our department.

How can we improve enforcement of this statute? Well, we do have a few suggestions.

First, we need to provide OLMS with sufficient resources to enforce the law. To this end,
we requested in the President's fiscal year 2003 budget, $3.4 million in additional funds, which
would fund 40 new FTEs to enforce this law. And I would like to thank both Subcommittee Chairs
here today, as well as Chairman Boehner, for their support of this budget request.

Second, the Department of Labor intends to step up its efforts of compliance assistance and
enforcement. Just as with our other statutes, compliance assistance is absolutely essential. Our aim
is not to pursue after-the-fact enforcement against union filers that get their forms in late. It is, first
of all, to work with unions to help them avoid being tardy filers in the first place. And if those
efforts don't work, then we want to use the stick as well as the carrot.

Beyond stepping up our compliance assistance and enforcement efforts, we intend at DOL
to look at everything we do. Our enforcement plans, our disclosure forms, and E-government
initiatives, to ensure that we are doing the best job we can to enforce this important law on behalf
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of individual union members.

The Department of Labor appreciates the interest of the Subcommittees in enforcement of
the Landrum-Griffin Act, which is critical to safeguarding union members' hard earned money.
Thank you again for giving me the opportunity to be with you today. And, at this time, I would be
happy to answer any questions you might have.

WRITTEN STATEMENT OF D. CAMERON FINDLAY, DEPUTY SECRETARY OF LABOR,
U.S. DEPARTMENT OF LABOR, WASHINGTON, D.C. - SEE APPENDIX C

Chairman Johnson. We appreciate your comments. Thank you again, for being here.

As 1 stated about a third, or 34 percent, of the unions didn't file on time, some never at all.
You agreed with that, and to me it means that almost 10,500 active labor unions didn't file on time,
and 4,000 never filed at all.

I am told that in fiscal year 2000, the Department of Labor conducted only 200 audits. That
means only 1 out of 150 reports were audited and none of the largest unions at the
national/international level in fiscal year 2000 were audited.

If these figures are correct, I am concerned about the Labor Department's performance in
carrying out the law. Can you tell me what you are doing now to change this and make sure the law
is followed in the future?

Mr. Findlay. Yes, as I said in my opening statement, Mr. Chairman, the Department is not proud
of how the Landrum-Griffin Act has been enforced over the past decade. We intend to change that.
As I mentioned, we believe that the first step is to get new resources for this agency.

In my written statement, I pointed out that in the mid-1980s this agency had 460 full-time
equivalents to enforce the law. Over the past decade, that number was cut down to 260, essentially
a loss of half their people.

We believe that as a first step to restoring the resources of this agency, we ought to add 40
people back. Now that does not get us back to the 460 levels of the mid-1980s. But it does take us
from this very low level, which we consider to be below the minimum level, and gets the number
back up to about 300, and that is a good first step.

Beyond getting OLMS more resources, I think the leadership of the Department is
committed to enforcing this far better. We have asked OLMS to come forward with a compliance
assistance plan to work with unions to assist them with compliance. And I am happy to say that
OLMS was the first agency in our department to come up with a compliance assistance plan. We,
as | say, are looking at everything OLMS does to improve their performance.
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Chairman Johnson. Were there increases in the budget for that?

Mr. Findlay. Yes, as I mentioned, we saw it in the fiscal year 2003 budget, $3.4 million, which
would increase the number of FTEs in that agency by 40.

Chairman Johnson. What is the remedy that you have for penalizing unions that fail to follow the
law?

Mr. Findlay. Well, Mr. Chairman, we do not have in OLMS, as we do in OSHA, in the Wage and
Hour Division, in the Mine Safety and Health Administration, any authority to fine unions that
violate the law, in terms of the filing requirements. We have found it difficult, as a result, to make
entreaties to unions to comply with the law. Because, really, currently there is no stick, there is
only a carrot.

Our people at OLMS try very hard. They send out a disk at the end of the union's fiscal
year, which helps the union file. They send out a letter to every union that has been delinquent in
past years 30 days before the filing date. If a union does not file, they send out another letter 15
days after the filing date. But, right now, our efforts necessarily have been limited to jawboning
because we don't have these enforcement tools that our other agencies have.

Chairman Johnson. You can bring civil litigation, and you can seek criminal prosecution through
the Department of Justice for violations of LMRDA. In our reviews, zero cases were referred to
the Department of Justice, and I was wondering why more cases weren't referred to your own
solicitor's office.

Mr. Findlay. Well, the number you referenced was under the previous administration. It is true
that during the year 2000, zero cases were referred to the Department of Justice. In the year 2001,
we decided to begin looking at this. Of course, when we began doing that September 11th and the
anthrax scare came along. Mail has been considerably delayed. And so we have been a little
reticent about bringing actions this year.

But I can assure the Chairman that it is something we are looking at very carefully. As
Chairman Norwood mentioned, the GAO issued a report in the year 2000. And the GAO noted
that the Department of Justice, for better or worse, has not considered this to be a priority, but we
want to work with the Department of Justice to use the tools that we have.

Chairman Johnson. We want to work together with you to make the program work. And I would
just like to ask you one final question. What changes or tools are necessary for you to ensure
efficiency in compliance?

Mr. Findlay. Well, I think, first of all, we have to use the tools that we have better. And we
certainly are trying to change the culture at our department, so that we do aggressively engage in
compliance assistance and enforcement where necessary.

But beyond that I think, first of all, OLMS needs greater resources, and we believe we have
made a first step toward that. Second of all, we think that this Committee should look at whether
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the enforcement tools are sufficient because our other agencies are able to levy fines, whereas,
OLMS is not. I think that we have to look at everything we are doing, from the forms which have
been unchanged for 40 years, to the compliance assistance efforts to see that we increase the level
of compliance by unions.

Chairman Johnson. Thank you. I appreciate your testimony. The gentleman from New Jersey,
Mr. Andrews, do you care to question?

Mr. Andrews. [ do. Thank you, Mr. Chairman.

Mr. Findlay, I know that you wouldn't want to leave misimpressions from your testimony,
so I want to get into some facts. I note that your written statement did not include your reference to
union leaders building luxury homes for themselves, and the like, and I wouldn't want to leave the
impression that that is the norm in American labor, but I think your statement does leave that
impression.

I want to ask you some questions about these numbers. On August the 15th of last year,
Deputy Assistant Secretary Todd wrote to Chairman Boehner and the other Members of the
Committee, about failure to comply for the year with reports that were due on March 31st of 2001.
And that is the 34 percent statistic that is flying around the room today. As Chairman Johnson just
said, 34 percent were filed late or not at all, and that represents something over 10,000 reports that
were due. But it is true, isn't it, that as of August the 15th about 60 percent of those late reports
were actually filed? Isn't that right?

Mr. Findlay. I don't have the number in front of me, but that sounds about right.

Mr. Andrews. The number is 4,025. Now the kinds of reports that had to be filed are an LM-2 for
a union that brings in more than $200,000, an LM-3 for a union that brings in between $10,000 and
$200,000 a year or an LM-4 for a union that brings in $10,000 or fewer dollars per year. Is that
correct?

Mr. Findlay. That is right.

Mr. Andrews. Well, let me ask you this question first. Since August the 15th, when this letter was
written to the Committee, how many of the 4,025 delinquent filers have filed?

Mr. Findlay. I don't have that number, Congressman. I had better leave it at that, because I just
don't know the answer.

Mr. Andrews. I would appreciate and request that you supplement the record by answering that
question.

Mr. Findlay. We will do that.

Mr. Andrews. Now I am going to look at the breakdown of the 4,025 non-filers as of August the
15th. Can you tell us of those 4,025 non-filers, which represent about 12 percent not 34 percent of
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all of those that had to file, what percentage were LM-3s that have revenues between $10,000 and
$200,000?

Mr. Findlay. I think it would be a substantial percentage. As the letter we sent shows, the larger
unions are better than smaller unions in terms of being on time. The record for any of these unions
is not very good.

Mr. Andrews. I understand. According to the Department's own statistics in the letter, the answer
is a little less than half. It is 1,962 that are in the category of unions with less than $200,000 worth
of revenue. Do you know how much were for LM-4s, which are unions with less then $10,000
worth of revenue?

Mr. Findlay. Again, I would assume that it is a substantial percentage, but we consider any of
these late filings to be too many.

Mr. Andrews. I agree with you. I think that the money of members in small unions is just as
important as the money of members in larger unions. The answer is 1,613, according to your
department. That means that of the reports that were still not filed as of August 15, 2001, 3,575 of
the 4,025 non-filers were unions with less than $200,000 a year worth of revenue.

Do you know how many of those unions have paid staff?

Mr. Findlay. I don't know. But my assumption is, especially for the LM-4 filers, they are less
likely to have paid staff than the 272 larger unions that didn't ever file.

Mr. Andrews. Of the LM-2 filers who had not filed as of August the 15th of 2001, which would be
about 300 filers, how many of those have you conducted an audit of since August 15?

Mr. Findlay. I don't have that number.
Mr. Andrews. Could you supplement the record for that as well?
Mr. Findlay. I would be happy to.

Mr. Andrews. I want to say for the record, I think that if you are in a union that has $5 worth of
annual revenue, you ought to know where your money is being spent. But the use of the statistic
that a third of the unions in the country aren't filing is deceptive.

The use of that statistic in the context of anecdotes about union officials spending lavish
amounts of money on themselves is even more deceptive. Your own statistics show that as of
August the 15th of last year, 60 percent of the non-filers were simply late filers. You can't tell us
how many of the non-filers as of August 15 have filed since then. And your own statistics tell us
that the vast majority, about three-quarters of the non-filers as of August 15, are unions with less
than $200,000 worth of revenue. So I think that we need to be careful and be specific about what
these facts are.
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Mr. Findlay. Thank you, Congressman. And certainly we do not want to leave the impression that
it is the norm that this sort of embezzlement goes on, but every year we see very serious cases of
mismanagement of union members' hard-earned dues by union leaders.

Just recently, in the Capital Consultants case, we found that union leaders in the Pacific
Northwest were accepting payoffs for steering investments to another company. In my hometown
of Chicago, just a few weeks ago, a man named John Serpico pled guilty to mail fraud because he
had embezzled money from his union.

Mr. Andrews. Mr. Secretary, I appreciate that. And I could respond by giving you anecdotes of
criminal misbehavior by corporate leaders across the country, and then extrapolate from that by
using some statistic that if corporations filed some report like that there is systemic corruption in
corporate America. I think we have to be very careful to look at the facts before us and not let that
lap over into anecdotal mischaracterizations.

Mr. Findlay. Thank you, Congressman. We certainly don't want to leave the impression that the
vast majority of union officials are corrupt, because that is not the case, but we do have a law that
Congress has entrusted us to enforce. And we feel that any noncompliance is too much
noncompliance, just as we do with the other statutes that we enforce. But I appreciate the
Congressman's comments. We certainly do not want to leave the impression that all unions are
corrupt, because they are not.

Chairman Johnson. Mr. Andrews, I might add that those reports are due in March, and you are
talking about August. You know they are late by that time. You could not file your income tax
that late and not get challenged. So I think we have to be careful as well because I think that as you
stated, the small unions need just as much comfort as the large ones from us.

Mr. Andrews. If the Chairman would yield, I would appreciate in your next reference if you would
point out that ..8 percent of large unions were not in compliance as of August 15, 2001, not 34
percent. Because of unions with more than $200,000 in revenue, who had not filed as of August
the 15th, it was less than 1 percent of the 30,000 filers.

Chairman Johnson. Well, I don't think you have to differentiate between the unions. I think that
large and small alike need to file and need to obey the law. Would you agree with that? Thank
you.

Chairman Norwood, do you care to question?

Chairman Norwood. Thank you, Mr. Chairman. Mr. Andrews that was very well done. I thought
you thought through that very well.

Mr. Andrews. It is like pulling teeth.
Chairman Norwood. That is easy to do. This is hard to do. I think we all could also agree

though, that the law is the law and it doesn't matter how much funds your particular union has any
more than it matters what your income is with IRS. You are supposed to file, and you are supposed
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to file on time.

Mr. Findlay thanks for being here. I do appreciate that. Tell me what an ICAP is?
Mr. Findlay. An ICAP is the sort of audit we do with the largest international unions.
Chairman Norwood. How many ICAPs did the DOL perform in FY 2000?

Mr. Findlay. In FY 2000, I am sorry to say that under the previous Administration they performed
no ICAPs.

Chairman Norwood. Well, what about over the past decade?

Mr. Findlay. I don't know the exact number. But it is a fairly small number, somewhere in the
single digits or teens.

Chairman Norwood. Do you think it is correct to do it that way?

Mr. Findlay. We believe that we need to do more ICAPs. They are very resource intensive. It is
my understanding that it takes 500 to 1,000 person-days to conduct one of these audits. And,
frankly, the OLMS has not had the resources in recent years to conduct as many of these audits as
they ought to.

Chairman Norwood. Well, isn't Landrum-Griffin in place to protect the worker?
Mr. Findlay. It certainly is.

Chairman Norwood. Okay. And does that mean that our excuse for not protecting the worker is
we simply don't have the resources, or haven't prioritized our resources? Is that what you are
telling me?

Mr. Findlay. Well, to some extent, the Landrum-Griffin Act itself prioritizes our resources. The
Act requires OLMS to do union election disputes. And so, they have no discretion as to whether
they can do those. What has happened in recent years is that OLMS has been forced to devote a
large chunk of resources for these election disputes and there is not much left over to deal with
these ICAP audits, which we do consider very important.

Chairman Norwood. The bottom line, we are not doing the job are we?

Mr. Findlay. I think it is fair to say that over the past decade OLMS has not done as good a job as
they should have.

Chairman Norwood. These examples of corruption that you have mentioned, and I am going to
mention some too, the ones in which DOL turned up or Justice turned up, was it discovery in court
that gave us this information, or did your Department?
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Mr. Findlay. I don't know the timing of events, but I know the Department of Labor was involved
in both of those investigations.

Chairman Norwood. The LM-2 form doesn't really give the Department of Labor enough
information to turn up any of that?

Mr. Findlay. Well, as I mentioned earlier, I think the LM-2 form has not kept up with the changes
in financial practices over the past 40 years. It does utilize broad and general categories, but it
doesn't break down within each of these categories in such a way that a union member can look at
an LM-2 and really figure out what is going on. So I think one of the things we are looking at is
whether improvements can be made to that form.

Chairman Norwood. Actually, even if everybody were on time, you are not going to see anything,
or at least an average member who works in the union wouldn't have a clue.

Mr. Findlay. I think the LM-2 form, if used by a union official that wants to hide things, can be
used to hide things.

Chairman Norwood. DOL sends out notices to unions before reports are due informing them of
this duty. Is that a correct statement?

Mr. Findlay. That is right.

Chairman Norwood. If their reports are not filed in a timely fashion, then you send out late
notices informing the union of these defects, is that correct?

Mr. Findlay. That is correct also.

Chairman Norwood. If the union does not respond to the first notice, and then the follow up late
filing notice, what does DOL do next?

Mr. Findlay. We ask our OLMS field offices to go out and contact the union directly by letter, by
telephone, by personal visit. And we are essentially in a position where we have to plead with

these unions to file their legally required forms.

Chairman Norwood. You have to plead with them. And if they aren't turned in at that point could
you characterize that as an intentional failure to act on their part?

Mr. Findlay. It would depend on the case obviously. But in a number of these cases, I think it
could be classified as an intentional or willful failure to file.

Chairman Norwood. Maybe some of us will volunteer to try this on the IRS, and see what
happens. Let’s see if they will come plead with us to file our tax returns.

Mr. Chairman, I see my time is up. I hope we can have another little shot at the Secretary.
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Chairman Johnson. Thank you. Mr. Owens, do you care to question?

Mr. Owens. Thank you. Mr. Secretary, you mentioned that among the responsibilities of your
department was ERISA, correct, safeguarding pension funds of workers?

Mr. Findlay. Yes, sir.

Mr. Owens. While I agree that every union member has a right to some safeguards against
corruption as a result of this Act, the volume of pension funds versus union dues is so much greater
that if you have limited resources, it seems to me directing them where the greatest amount of
activity is taking place and the greatest danger of real harm is an appropriate direction. Do you
have any estimate of how many trillions of dollars there are in pension funds?

Mr. Findlay. I used to know that number. I don't know it now. But it is a substantial amount of
money.

Mr. Owens. In the trillions, right?
Mr. Findlay. It is in the trillions.

Mr. Owens. And the union dues will not even reach a billion. If you put them all together, they
wouldn't reach a billion dollars.

Mr. Findlay. I don't know, but I will take your word for it. I just don't know.

Mr. Owens. Maybe you can look that up and get back to us on it. Just to get the perspective
straight, Mr. Andrews has said that the impact of late reporting for the largest unions is .8 percent.
Was that correct? All right, so pretty low, although we like to see everybody comply with the law.
The larger unions are the ones that really represent the most people, and they had the greatest
amount of corruption.

I am not belittling the fact that corruption in the small unions is serious for the union
member who is a victim, but let's keep our perspective straight. Would you say that the late
reporting by the unions has any impact on the domestic economy at all? If they report late, will that
impact negatively in some way on our economy?

Mr. Findlay. I think, of course, it does. Even if it is not in the trillions of dollars, it is substantial
amounts of money. And if you are a union member who pays $600 a year to your union, and it is
mismanaged or stolen, I think it matters a lot.

Mr. Owens. [ am not saying it is malfeasance or mismanagement. I am stating the fact that they
report late. We don't have a great problem with non-reporting. The problem is late reporting, right?

Point .8 percent are guilty of late reporting for the larger unions?

What is the statistics for non-reporting, total non-reporting?
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Mr. Findlay. I'm sorry?

Mr. Owens. Non-reporting by the largest unions, what is the percentage, totally non-reporting?
Mr. Findlay. Somewhere between 10 and 15 percent.

Mr. Owens. Between 10 and 15 percent could have an impact on the economy?

Mr. Findlay. I think the idea behind the Landrum-Griffin Act, which, as I said is a statute that has
been given to us, is transparency. We did not ask for it, but we have to enforce it. The idea behind
that law is that transparency will lead to more accountability with these hundreds of millions of
dollars in the economy.

Mr. Owens. No, I agree. I just want to get the perspective back, you know. Do we have
indignation in search of a scapegoat here? And should that indignation be directed in another
direction, is the question? Is our competitive position in the world altered in any way by whether
these reports are filed or not, or whether they are late? Is our productivity altered whether they are
filed or not, or whether they are late? Do they have any impact on international matters?

You know, why is it so much more important than, for example, the impact that the
mismanagement of the pension funds of Global Crossing or Enron, or other large corporations, may
have on the economy domestically, on our reputation internationally, on the trustworthiness of our
corporations internationally? They are all under your jurisdiction. So I would like to see your
resources directed where it matters most, because we all have limited resources.

Mr. Findlay. We certainly have been directing substantial resources to those other matters. And I
think it is not fair to say that there has not been a little bit of indignation about the Enron and
Global Crossing matters. My own department, of course, had launched an investigation into Enron
well before this became a large public issue. We proposed a new retirement security bill, which is
before the Full Committee, and also the Finance Committee, or the Ways and Means Committee.

And so we believe that all of the laws are important. We don't think that because there is
more money in the other area, that we can completely ignore this statute. For better or worse,
Congress decided by very large majorities that the Department of Labor ought to enforce this law.
And we feel like we would be disrespecting what Congress told us to do if we were to decide this
doesn't matter. It is not as much money.

Mr. Owens. Do you think you could use more resources, more employees to adequately cover the
problem presented by pension fund mismanagement?

Mr. Findlay. Yes, and we have sought more resources and more employees.
Mr. Owens. Thank you.

Mr. Findlay. And we will seek even more next year.
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Mr. Owens. Thank you. I yield back the balance of my time.
Chairman Johnson. Thank you, Mr. Owens. Mr. Ballenger, do you wish to question?
Mr. Ballenger. Yes, sir, if [ may.

Mr. Findlay, everything that we have said so far fits perfectly with one of the statements
made over and over again in your testimony. You might remember that paragraph you had. It says
scholars and experts believe that without Title I, all of the other components of the Landrum-
Griffin Act would be difficult, if not impossible to achieve. In short, let's hope that more
transparency would lead to more accountability.

In other words, this one thing we are discussing either makes or breaks the effectiveness of
the Landrum-Griffin law, pretty much exactly as your statement says. Is that not true?

Mr. Findlay. Congress believed that Title II was at the heart of Landrum-Griffin because without
Title II all of the other substantive protections against embezzlement or in favor of union
democracy, and so on, would be very difficult to enforce.

Mr. Ballenger. That is sort of like saying that if we did not have to have Enron keeping books,
they might have lasted for a couple of more years without going down the tubes.

Mr. Findlay. I think the idea behind Landrum-Griffin is very similar to the idea behind our
securities law, which is that disclosure and transparency is a good thing for large organizations with
lots of money.

Mr. Ballenger. Right. That disk that you have showed us earlier is something that you have sent
out to all of the unions. I don't know what it does, but I am just guessing. Does it explain how to
fill out the forms?

Mr. Findlay. Yes, it is very much like a Quicken program, or the tax programs where you can sit
down at your computer and you just answer a series of questions, and it fills out the form for you.

Mr. Ballenger. In other words, even in a union that didn't have over 5 or 10 members, if one of the
members happened to have a computer, it would not be difficult at all to fill out these forms?

Mr. Findlay. That is true. And not only that but also for the LM-4, which is the form used for the
smallest unions, the ones without any full-time employees that Congressman Andrews spoke of.
The LM-4 is a very simple form. It is kind of analogous to the 1040 EZ form in some ways. The
LM-3, which is the form used for middle-sized unions, is simpler than the LM-2 as well. But this
disk tells you how to fill out all of them, and it really should not be difficult to do if you keep your
books and records in order.

Mr. Ballenger. I am just curious. Considering the fact that all of the taxpayers in this country are
paying for the cost of what Landrum-Griffin mandates, do you believe that a civil monetary penalty
for lack of filing might help you fund additional staff? You could catch the crooks, but at the same
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time catch someone’s attention about the fact that here is a simple little way of reporting. You stick
it in your computer it will print it out. If you have a piece of paper, you can do it. I know that that is
not going to strike a happy note with anybody. But the fact is that you are under funded and
understaffed, and we have not given you the ability to enforce the law that almost everybody voted
for

Mr. Findlay. I think it is human nature if you have two obligations. One is to file something with
the IRS, where you could be subject to fines and criminal penalties if you don't file. Then you have
another obligation where you file something with the Department of Labor, and the Department of
Labor doesn't have any independent enforcement authority. You are more likely to take an
obligation seriously when it is backed up by a sanction.

Mr. Ballenger. Almost everybody on the Committee knows that I have a small business back in
North Carolina. And over and over again, you sit down and ask how much is it costing us to fill

out the forms? You can get an extension from the Internal Revenue Service, but not from OSHA.
And I might say that workmen's comp is not like that. If we are going to let labor unions not file
the forms, how about taking the pressure off in a whole bunch of other situations?

I figure at least we have two people in a small company in North Carolina that do nothing
but fill out government forms on various other things, responsibility being ours, or you go to jail, or
at least that. That is almost as bad as having OSHA come into your plant.

Mr. Findlay. Well, I think we view OSHA, and Mine Safety and Health Administration, and the
Wage and Hour Division, and OLMS all the same way. We think that all of them ought to be out
there vigorously enforcing the law; all of them ought to be out there engaging in compliance
assistance.

I think OSHA is a great agency. I think it has done a lot better than it has in past years, and
under Secretary Chao's leadership we are trying to make it even better.

Mr. Ballenger. I would agree with that, having come from North Carolina where the previous
OSHA head was from, we worked together trying to make it easier on business to at least
participate in making the decisions.

Obviously, I think that nobody on this Committee, not even our legal friends on the other
side, would recommend that we allow businesses of any size the right to file late without penalty
forms that we have to give to the Federal Government. That is a completely biased statement, and I
thought I would make it.

Mr. Findlay. We view this as a very simple question. Congress entrusted us with a law to enforce.
We feel like we have to enforce it, and we feel that way about all of our statutes.

Mr. Ballenger. What would you think about a late fee? That makes a lot of sense to me. I mean
you wouldn't really be penalizing anybody except somebody that wasn't playing the game properly.
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Mr. Findlay. I think that is something the Committee would want to consider.
Mr. Ballenger. I will try to get a co-sponsor on the other side. Thank you very much, Mr. Findlay.
Mr. Findlay. Thank you.
Chairman Johnson. You get your “get out of jail free” card.
Ms. Rivers, would you care to question?
Ms. Rivers. [ do. Thank you, Mr. Chairman, Secretary Findlay.

I happen to agree with you that all of these laws are important. And this issue of disclosure,
and the importance of letting members know where their union dues are going is something that I
think is important. Congressional oversight is also important.

It was interesting to me in the course of the questions that there was a discussion about the
fact that the IRS has a good vehicle for this kind of oversight because they have penalties, and also
because of the structure of that Agency.

Given that we are going to leave very soon today to go to the floor to vote on “527s”, which
are laws that are put in place through the IRS to force labor unions and other groups that engage in
campaign expenditures to guarantee disclosure and oversight, do you think that the Administration
would be inconsistent if they didn't support both the measures you are proposing and the
publication of information from “527?

Mr. Findlay. [ am just not familiar enough with the “527” legislation to make a comment.

Ms. Rivers. Well, do you think in general we should always err on the side of disclosure and
oversight, as opposed to secrecy?

Mr. Findlay. I wouldn't want to make as broad a statement as that.
Ms. Rivers. You think secrecy in some instances would be good? Why would that be?

Mr. Findlay. I think just as unions have some rights to not disclose every single penny they spend,
it may well be that in other cases that is appropriate too. But, again, I don't know enough about the
legislation to comment, or to distinguish between the two cases. I just don't know.

Ms. Rivers. If your concern is that members of unions or those who pay carrying charges to unions
need to have the ability to know whether or not their contributions, or dues, or carrying charges are
being used to campaign, or to help the campaigns of people whose views they don't share, don't you
think we should at every level of the government make certain that that kind of disclosure is

available? I mean wouldn't this 527 offer the same sort of information that you're concerned about?
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Mr. Findlay. I don't believe I have testified that union members or anyone else should have an
absolute right to withhold dues for views they don't share.

Ms. Rivers. I said they have a right to know if their union is spending money, which is of course
what 527 is about, disclosure of where the money comes from and what it is being used for. And it
seems inconsistent to me that, on the one hand in this Labor Subcommittee, we are going to talk
about how important it is that there be no secrecy, and how people have a right to know what is
happening to their money. But then we are going to go to the floor and argue that these
organizations are going to be unduly burdened by having to say where their money is coming from
and where is it going and have public oversight. I am trying to reconcile that.

Mr. Findlay. Well, | am trained as a lawyer, Congresswoman Rivers.
Ms. Rivers. Me, too.

Mr. Findlay. And you know what it means to distinguish two cases. But in order to distinguish
two cases, one needs to know the facts of both of them, and I just don't know the facts of 527. So I
am afraid I can't help you in terms of distinguishing them or explaining why they are consistent or
inconsistent.

Ms. Rivers. All right. Thank you.
Thank you, Mr. Chairman.
Chairman Johnson. Thank you. I am going to recognize Mr. Tierney, if he cares to question.

Mr. Tierney. [ do. Thank you, Mr. Chairman. I want to thank the witness, Mr. Findlay, for
spending some time with us this morning.

Let's start with the assumption that when Congress passed by the wide margins that it did,
that there was wide agreement in the need for Title II in its provisions. My understanding is that in
1998, we directed OLMS to establish an alternative system for electronic submission of reports.
And I think that progress on that was supposed to be accomplished by the end of 2001, if I am not
mistaken.

It would be important to us since it would allow over the Internet, as I understand it, every
member of a union to be able to get in and get that information, as well as your office I assume, to
be able to get ready access to it, or probably avoid any problem with the mail and things. Do you
have the kind of resources that you need in your department to finish that job?

Mr. Findlay. I think we do, Congressman, and I think we are very close to finishing the job. As I
noted, we have created a CD-rom that allows unions to put together the forms electronically. It has
turned out that there has been software bugs that we have had to overcome in terms of facilitating
electronic filing. We have had to get past the electronic signature issue. But we believe that we
will be able to offer electronic filing sometime within the next few months.
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Mr. Tierney. Hopefully, that will do away with some of the delay problems. So if anybody wants
to blame the mail or anything of that nature, we will know as soon as the deadline arrives at least
whether or not they are filed. Your office can go through the process presumably with fewer
personnel.

Mr. Findlay. I think that is right. This is a very important step to make it easier for unions to get
things in on time.

Mr. Tierney. Well, I think it is all about the tools, and probably why I am going into this line of
questioning. On the ICAPs or the CAPs, you indicated that you have the authority to have a
streamlined audit under the ICAP situation. The question here is whether or not you have the
resources to perform those audits, and you indicated that you think perhaps you don't. The problem
that I see with that is we have a lot of agencies that we don't think have enough resources to do the
job it is supposed to do.

We have the conflict of people in the majority hating government, and a lot of times what
that does is leave us with a shortage when they pare back budgets. One of the analogies we can
make is with the IRS. You know, Commissioner Rossotti was here telling us that they were
auditing far more low wage earners than people that file for business partnerships and trusts at a
higher income level where he fears there is much more cheating. We are losing billions of dollars
because he does not have the personnel to go where the money is.

I think a little bit of what you are telling us here is you don't have the personnel to actually
do the CAPs and the ICAPs that you need to do. And I think we ought to discuss that and see
whether or not we can help out in that area and move in that direction.

One of the other things that I noted in the correspondence that went back and forth between
the Department and the Committee was that few of the record-keeping violations are considered
intentional. You spend a lot of your time when you are doing the audits, if they are not intentional
and if they are routine in terms of errors, actually helping the unions to correct and refile them. And
I assume that in those instances penalization is not the goal that you are going after. It is getting
the materials and getting the information, and eventually getting it up on the Internet if we are all
successful on that.

Mr. Findlay. That is exactly right, Congressman. Our aim is not to go out and be punitive. That is
not what we are about, and it is certainly not an effort to impose burdens that shouldn't be imposed.
We, for that reason, have asked OLMS, as I mentioned, to put together a compliance assistance
plan that will make it easier for unions to file these forms.

Along with the electronic filing, and some of the other innovations, we go out and give
seminars, and we have prepared a lot of web-based materials that I think will be able to increase
compliance efforts as well.

Mr. Tierney. It looks to me like you have the tools. The question is whether or not you can
implement them, whether or not you can get the technology into the condition that you want,
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whether or not you can get the personnel in to do what the statute allows you to do.

I am a little concerned with the flow of this hearing and some of the legislation that has
been filed that takes you where you just said you don't want to go, or would point in the direction
of being punitive, as opposed to getting accomplished what the statute wants to be accomplished.
Before we start looking at new legislation, or giving your department more authority, I think we
ought to get an assessment once you get your computer system up, once you get some personnel to
do the CAPs and the ICAPs, and take a look at it then to see whether or not you are still having
problems, and work on it that way.

I am very loath to give your department authority to start finding people. You can already
bring a civil action. You can already pursue criminal penalties for a willful failure to file required
reports. I think that is quite sufficient if you utilize the materials that you have within the statute,
and you get those going, and you get the resources. Given the way we politicize this whole union
issue and anything like it, I would be loath to give the administration any ability to just go out and
fine or whatever, until you have fully applied those tools and resources and shown us that the
statute is deficient somewhere.

1 just think it causes us to put you in an awkward position. Because, certainly, I think
anything you did along that line would be challenged, especially as it comes on the heels of
administrations and policymakers who sometimes make no bones about their position with respect
to unions.

I think that Congress, by a large bipartisan majority, has passed legislation that gave the
tools. Let's implement them, and let's make sure that the resources are there, and then let's make an
assessment before we put ourselves in the position of being accused of being vindictive or partisan
in some way.

Mr. Findlay. Well, I certainly appreciate your point, Congressman. I guess I would analogize to
our other agencies, like OSHA, where we are trying to put a greater emphasis on compliance
assistance.

We are trying to be less punitive with respect to OSHA as well, but we still recognize that,
while we are putting a greater focus on compliance assistance, that enforcement is also a necessary
part of a balanced strategy.

Mr. Tierney. But you have the tools for enforcement here. You have the civil penalties.

Chairman Johnson. The gentleman's time has expired.

Mr. Tierney. The fact of the matter is that you don't have a track record with full implementation
and full resources to show us that there is a need to go further, and that was my point. Thank you.

Chairman Johnson. Thank you, Mr. Tierney. Ms. Solis.
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Ms. Solis. Thank you, Mr. Chairman. Also, thank you, Mr. Findlay, for taking the time to come
out.

My concern is with respect to how well you have been communicating with the different
unions that obviously would be affected by these types of decisions that we are discussing here. It
seems to me that overall the other areas of the agency are out there trying to consult with the
different parties that would be involved in trying to provide some regulation here. But I would like
to know if there has been any discussion on your part with any of the large labor unions that we are
discussing here today that you claim have not been audited.

Mr. Findlay. The ones that have not been audited?

Ms. Solis. Or any, for that matter.

Mr. Findlay. I am certain that OLMS is in contact with many of the unions, certainly, the ones that
have not been filing on time. If your question is: Have we been consulting with them about not

filing on time?

Ms. Solis. I mean where did this issue come up that there is a problem here? Have union members
or individuals representing those unions come forward, and in what number, and who are they?

Mr. Findlay. We get about 50,000 requests a year for this information. So I think it is something
that is of great interest to union members. And then, of course, as some of the examples I

mentioned earlier show, often these complaints can lead to fairly serious charges by law
enforcement authorities.

So we think there is a significant problem here that needs to be addressed. In terms of
consulting, I think we meet all of the time with the leaders of the unions here in town. Secretary
Chao has had dozens of meetings with union leaders.

Ms. Solis. On this issue?

Mr. Findlay. [ have not been in any of these meetings, so I can't say exactly what has been
discussed. But union leaders certainly have had many opportunities to discuss these issues with us.
And if they haven't raised them, then I don't know why that would be.

Ms. Solis. You said 50,000 complaints. Is it with respect to this particular issue?

Mr. Findlay. I wouldn't want to characterize it as complaints; 50,000 requests for information or
contacts.

Ms. Solis. But not necessarily regarding this particular issue?

Mr. Findlay. No, about the LM-2, LM-3, and LM-4 forms.
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Ms. Solis. I guess it would be nice to be able to get that information from you in terms of how that
breaks down in specifics.

Mr. Findlay. I would be happy to try and supplement the record if we have that information. I
don't know if we break it down that way.

Ms. Solis. Thank you. Also going back over the material, the majority of the unions are quite small
and they don't really have full-time officers, and it appears those that do have union officers are
serving on a volunteer basis. They are either representing the nursing groups, or Teamsters. It
might be truckers or people that have another full-time job. It just seems ironic that people that are
actually doing some of this work on a volunteer basis are really being asked to provide information,
I mean let's be realistic about this, in the kind of role that some of these officers would play.

Mr. Findlay. Well, I think there are lots of small companies in this country too where it is really
just one or two people like mom and pop stores, small partnerships, or small corporations. We
require those people to file tax forms and other information with the government, and we think that
the same should apply for small unions who are collecting hundreds of dollars from each of their
members.

And I would say that, as I mentioned before, we do try very hard to minimize the filing
requirements for the smallest unions. For the very small ones under $10,000 a year, we basically
ask a very limited number of questions on that LM-4. The LM-4 itself is not a particularly onerous
form either. I mean it is just a few pages. So we are trying very hard to minimize the paper work
burdens, recognizing, as you say, that many of these unions are kind of mom and pop operations
themselves.

We do feel like even small entities, just like small business entities, should comply with the
law and file their forms.

Ms. Solis. Right, and I don't doubt that. I also am in support of fully disclosing how monies are
spent. But I think at times that it is unnecessary if there isn't a big problem or issue. I haven't heard
this from any of the unions in my area, and I communicate with them quite often. I haven't heard
anything about problems there.

And I would just add that it would be good if you did begin consultations or set up some
kind of a task force or advisory group where you could consult with some of the unions, so we can
work out or hash out any foreseeable problems that there might be. That is a process that is
probably more valuable than just some of us sitting up here trying to decide what is right and what
is wrong, instead of asking those that are in the field for their responses.

Mr. Findlay. Well, we would certainly welcome any input from unions on how to improve our
forms, how to improve our compliance assistance.

Ms. Solis. Would you go as far as maybe setting up an advisory board and allowing individuals to
serve on that to give you that kind of information?
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Mr. Findlay. | am hesitant to commit ourselves to set up yet another committee because we have a
lot of them.

Ms. Solis. But if this is such an important issue, and we are talking about proposed legislation and
putting more resources into this, I think it would be well advised to look at it.

Mr. Findlay. We will consider that. And, obviously, if we ever were to make regulatory changes,
it would go through a notice and comment rulemaking process where everyone would have plenty
of opportunity to tell us what we are doing right and what we are doing wrong.
Ms. Solis. Thank you.
Chairman Johnson. Thank you, Ms. Solis. It is the intent of the Chair to recognize Chairman
Norwood for another question. But we are expecting a series of three or four votes in 10 or 15
minutes. So after his questioning, we will try to get the rest of the panel in.
Mr. Payne. In order to try to save time, I won't ask questions.
Chairman Johnson. Thank you, Mr. Payne. It is a pleasure to work with you.

Chairman Norwood, you are recognized.
Chairman Norwood. I thank the Chairman.

Mr. Findlay, I want to associate myself with some of Congressman Tierney's remarks,
because I agree with him particularly about electronic filing, and maybe especially about Chairmen
doing whatever they want to do. I have been here about seven years, and I don't see any hope any
time soon for that to change.

1 think, at least as far as I am concerned, we have perhaps established that there are 300
unions that simply don't follow the law and don't file LM-2s at all. ButI want to get away from
that because I think it has been well said in every way it can be said, that your obligation is to do

something about it.

By the way, the electronic filing will be available in a couple of months? Can we count on
that by July 1st?

Mr. Findlay. Our folks tell me that they should have it done by the end of May.

Chairman Norwood. Good. I will call you on June st then.

Mr. Findlay. You may call us on June 1st. And I am sure if we haven't gotten it done, you will.
Chairman Norwood. We are going to receive testimony from our second panel of witnesses that

includes the following statement, and I am going to quote out of their testimony. “Unfortunately,
using today's LM-2s, there is no way an outside observer can effectively determine whether a union
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is spending dues revenue consistently with its fiduciary obligation to its members.” Do you agree
with that?

Mr. Findlay. I think I spoke earlier about the shortcomings of the LM-2. It is possible for an
unscrupulous union official to use the broad and general categories of LM-2 to conceal things that
he or she would like to conceal from his or her members. I think I do agree with that statement.

Chairman Norwood. [ do. I am glad to hear you do, too. I think it is pretty clear. I want to talk
about DOL's auditing of reported financial forms. Explain to me the procedure for determining
which disclosures are subject to an audit and which are not.

Mr. Findlay. Well, for the CAP program, which was for the non-international unions, the decision
is left to the career staff out in the OLMS field offices. And they do it, as any investigator would,
based on tips, complaints and intelligence. If something just doesn't look right, then they might do
an audit.

For the ICAPs, which are the audits of large international unions, the decision is made in
the national office by a sort of systematic analysis. And there is actually a system in place that is
supposed to flag particular unions for audits at particular times.

Chairman Norwood. Is that a better process than a random process for auditing?

Mr. Findlay. Well, I think if you did a random process with 30,000 unions, you could go about
150 years before a union was audited. And if you know your odds of having an audit are once
every 150 years, and if your union official is only going to be there say 50 years, you only have a 1
in 3 chance of having an audit.

Chairman Norwood. Well, perhaps you could consider both, a few random every year, as well as
a systematic approach. Once these LM-2 forms are collected electronically as of June, will they be
made available to anyone who wants to review them over the DOL's website?

Mr. Findlay. Yes, we have been working with the Department of Commerce, which somehow
hosts this disclosure system. We believe that we are working out the kinks in that system, and we
ought to have that up and running by the summer as well, about the same timeframe as electronic
filing.

Chairman Norwood. All right. And another thought about that form. Later today we are going to
hear one of the witnesses make a suggestion that DOL be required to compile an aggregate data
report from the LM forms, so that union members can effectively compare the financial
performance of their union with others. What is your reaction to that kind of thinking?

Mr. Findlay. I think in an age of unlimited resources, it would be a great idea. I would think that
we would want to focus our resources first on increasing the level of compliance, and also doing
more audits.
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And one other thing I would say about that is once we have the database up on the web, it
will be searchable and people such as those on the next panel that follows me will be able to
compile those sorts of reports themselves, I believe.

Chairman Norwood. So you think the electronic mechanism will be user friendly, so that there
can be comparisons.

Mr. Findlay. We are already trying to make it as user friendly as possible. But I think your point
is something that we will look at to see whether it is easy for us to do as well.

Chairman Norwood. Later this morning, or after the votes, we are going to receive testimony
from one of our panelists that has been a labor beat reporter for many years. He is going to testify
that he and many of his fellow reporters use the financial reports, but find them of very little value
in terms of receiving useful information when they are investigating allegations of corruption.

The fact that seasoned reporters and labor lawyers find these reports of marginal utility,
suggests to me that the information contained therein obviously is not represented in a way that is
user friendly for a member of the rank of file. And that is really who I am trying to speak for.

What is your opinion on the value of this information for the average member of a union,
and how do you think these reports can be made more user friendly?

Mr. Findlay. Well, I would have to defer the questions on how difficult it is for reporters and
others to look at the forms to the next panel. As I mentioned, many observers have said that these
forms are very difficult to follow, and that it is very easy to conceal through aggregation particular
expenditures.

We are taking a hard look at the LM-2s, and the LM-3s, and LM-4s, as well, to see if they
can be made more user friendly. There was a proposal in the prior Bush administration to break it
out in a particular way. We are aware of that proposal. Others have made different proposals. So it
is something we are looking at, but we have made no decision yet.

Mr. Payne. Mr. Chairman, may I have a point of personal privilege.

Mr. Chairman, [ think it is really unfair. I, in deference to the witnesses on the other panel,
was going to forego questions. I have many questions I could have asked, but I thought that
because we were going to have votes, I would not ask a question. And here we have 10 minutes of
additional questioning on a second round. I think we all have to try to be fair. We all have a lot of
intelligence, and we have a lot of things to say, but it is unfair to the other witnesses. And, really, I
feel it is unfair for me to give up my time, and then listen to 10 minutes of questioning. That is not
fair.

Chairman Norwood. Mr. Payne, I am very grateful, and I am going to yield the floor.

Mr. Chairman, I do have a lot of other questions.
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Chairman Johnson. Fine.
Mr. Payne, if you desire to question, you may.

Mr. Payne. No, I still have a concern about the other witnesses. It is unfair to them. I want to hear
what they have to say, so I will not, as I said before, ask any questions. However, I think it is
inappropriate, and actually rude that we do this to the witnesses.

Chairman Norwood. Mr. Chairman, point of personal privilege.

Mr. Payne, I have other questions that I am not going to ask. But I do want to submit them
in writing to Secretary Findlay and ask that the answers be put in the record.

Chairman Johnson. All Members will be allowed to submit questions for the record, and the
record will remain open for 10 days. I presume you would be happy to respond.

I want to thank you for joining us and once again, and to inform the Department through
you that this Committee wants to work with you all to improve performance in these critical
reporting areas. And with those words of thanks, I will dismiss the Secretary at this time, and ask
our second panel of witnesses to please take the table. At this time, I will also turn the chair over to
Chairman Norwood, who will introduce the second panel of witnesses.

Thank you for being with us.
Mr. Findlay. Thank you, Mr. Chairman.

Chairman Norwood. [Presiding] I believe that we have learned much from Mr. Findlay, and now
we have a second panel of witnesses, who will add to this overall understanding. And my friend,
Mr. Payne, can be assured he is going to have all of the time he wants.

First, my fellow Members, we have Mr. Robert Fitch, who is a freelance reporter from New
York City. Mr. Fitch has covered the labor beat as a freelance reporter for many years and is
prepared to share with us his perspective on how the information in reports we have been
discussing is used by the news media. Second, we have Mr. James Coppess, Associate General
Counsel of AFL-CIO, Washington, D.C. And third, we have Mr. Phillip Wilson, Esq., who serves
as Vice President and General Counsel for LRI Management Services, Inc., located in Tulsa,
Oklahoma.

Before asking our panelists to begin, I want to remind each of our witnesses that they have
been invited to speak for approximately five minutes before this joint gathering of Subcommittee
Members, summarizing their written statements and adding what they feel is appropriate. And I do
thank all of you gentlemen very much for being here.

Mr. Fitch, you will begin, and Mr. Coppess, and finally Mr. Wilson will follow you.
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STATEMENT OF ROBERT FITCH, FREELANCE REPORTER, NEW
YORK, NY

Thanks for inviting me. And second, I want to thank you for your efforts to tear down the
wall that separates union members from the information they need to hold their leaders
accountable. Workers need unions to protect them from arbitrary dismissal, to win a measure of
respect from their employers, to gain the share that they have earned of America's prosperity.

In the effort to make sure unions can accomplish these goals, they have been granted
extraordinary and probably self-defeating privileges. In most states, unions are allowed to impose
membership on employees where they have jurisdiction.

Unions are permitted to levy what amounts to compulsory taxes. They can collect those
taxes through a compulsory dues check off system. Unions have the right of exclusive
representation, which means that a union is allowed to act as a monopolist, depriving members of
seeing how another union might handle the same issues of representation.

In the United States, no other nongovernmental organization is allowed these privileges.
The Methodists don't have a jurisdiction, which forces all believers to become Methodists,
similarly, fraternal organizations, educational organizations, or charitable organizations. Nowhere
outside of Great Britain do western European countries grant unions these powers. At least they
haven't since the age of medieval guilds. Given their monopoly status, unions have no incentive to
provide information to their members.

It is up to the Federal Government, which has granted these monopoly powers, to ensure
that members have the information they need to participate in the decisions that affect their lives.
At least Congress thought so in 1959, when it passed the Landrum-Griffin Act. Since then I would
submit the government still has not brought unions into the Information Age.

Four primary problems need to be addressed: availability, reliability, intelligibility, and
comprehensiveness. Because these problems exist, however, it doesn't mean that the LM-2, as it
presently stands, is worthless. I believe it has some deterrent effect.

Union leaders would prefer not to have their salaries and expenditures revealed. This was
driven home to me in the '90s, when I was working as a consultant to a union. On the basis of my
experience as a union organizer, | identified several targets for potential organization to a public
sector union.

I was told by a top officer that the union would not be participating in any organization
drives involving private companies because that would require the union to file the LM-2. Secrecy,
in other words, trumped the expansion of the membership.

Potentially, however, if the material were more available, the LM-2 could provide a greater
deterrent effect. Unlike federal documents, which researchers can generally depend on being there,
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like the information required by corporations from SEC, when it comes to the LM-2, investigators
find that the form, for one reason or another, is not available. They are in Washington; they are
misfiled; somebody may be using them; or, as has been pointed out in the hearings, the unions
simply don't file.

The timeliness of this information is very important for investigative journalists. Say, you
have been assigned a story because there is a union election that particular week, maybe you have
heard that the incumbent received a huge raise by an executive board dominated by his retainers.
The problem is that you have heard that from a secondhand source, who is hostile. The union
president has no comment. He can avoid exposure in the press, simply not filing the LM-2 until
after the election. The membership is denied the facts that they need to make an informed decision.

Besides not filing, the information is simply not reliable in many cases because the union
leadership can file false information. Can they get away with it? My impression is yes. Union
leaders don't fear the Office of Labor Management Standards the way taxpayers fear an audit by the
IRS. Depending on that category, auditing enforcement is from slim to none. Officials do check to
see if there is a discrepancy between administrative expenses and dues. But what comes of it?

Perhaps, I am mistaken, but in New York City I don't know of any significant corruption
case that has been initiated by an investigation carried out by the local Office of Labor
Management Standards. This is not because union corruption is unknown in the jurisdictions of
New York and New Jersey.

The minimal standards of information, audit enforcement, ought to be one that the SEC
requires of corporations selling stock to the public. Why shouldn't workers be entitled to at least as
much information about their union on the LM-2 as investors receive about their corporation on the
Form 10-K? After all, investors don't have to buy the stock of any particular corporations. For
workers, membershi